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Re_ - Private Letter Ruling

Dear Ms. Townsley:

I am writing in response to your letter dated August 18, 2020 (“Request”) (copy
attached), requesting a private letter ruling (“PLR”) on behalf of

. Your Request concerns the
application of the Chicago Personal Property Lease Transaction Tax (“Lease Tax”),
Chapter 3-32 of the Municipal Code of Chicago (“Code™), to a service described in
your Request (the “Service™), which is offered by [} According to your Request,
acquired [JJjj effective || G-

The Lease Tax is imposed upon (1) the lease or rental in the city of personal
property, or (2) the privilege of using in the city personal property that is leased or
rented outside the city. Code Section 3-32-030(A). The term “lease or rental”
includes a nonpossessory computer lease, which means “a nonpossessory lease in
which the customer obtains access to the provider’s computer and uses the
computer and its software to input, modify or retrieve data or information, in each
case without the intervention (other than de minimis intervention) of personnel
acting on behalf of the provider.” Code Section 3-32-020(I).

Examples of transactions that are subject to Lease Tax include charges incurred to
perform functions such as word processing, calculations, data processing, tax
preparation, spreadsheet preparation, presentations and other applications available
to a customer through access to a provider’s computer and its software. These last
examples are sometimes referred to as cloud computing, cloud services, hosted
environment, software as a service, platform as a service, or infrastructure as a
service. Lease Tax Ruling #12 paragraph 6(d).

Based on the facts set forth in your Request, it is our opinion that the Service is a
nonpossessory computer lease subject to the Lease Tax. - customers access the
Service by logging in through a web browser and thereafter use the computer and
its software to input, modify or retrieve data or information, in each case without
the intervention (other than de minimis intervention) of personnel acting on behalf
of . It is analogous to the examples noted above, which are listed in Lease Tax
Ruling #12 paragraph 6(d).

We do not believe that the Service qualifies for Exemption 11. That provision
exempts “the nonpossessory lease of a computer in which the customer’s use or
control of the provider’s computer is de minimis and the related charge is
predominantly for information transferred to the customer rather than for the
customer’s use or control of the computer, such as the nonpossessory lease of a
computer to receive either current price quotations or other information having a
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. has three main billing methods: percent of spend, flat fee, and flat fee + overage. Across all three
billing methods, the Platform bills the actual cost of the ad to the Customer directly. No matter what
billing method a Customer chooses, each Customer has the opportunity to derive the same value from
the Service.

i. Percent of Spend

Customers are charged a percentage of the cost of placing the advertisement with the Platform. For
example, if Customer purchases $100,000 of advertising space from -. charges X% of
$100,000. As a result, this billing method is entirely based on how much the Customer actually spends
to place advertisements using the Service. Thus, if a Percent of Spend Customer uses the Service to Plan
an advertising plan but opts not to pursue that plan,.does not get paid. Only if the Customer activates
does.receive compensation in the form of a percentage of the total amount spent with the Platforms.
The Percent of Spend is reflected on a Customer invoice as a single fee. An example contract is attached
and marked as “Attachment B”. An example bill is attached and marked as “Attachment C”.

ii. Flat Fee

Customers are charged a flat fee, which can vary based on the Customer, contract terms, service period,
and number of advertisements projected to be purchased. . computes the flat fee by anticipating a
Customer’s total Platform advertising spend and applying a percentage against that predicted amount.
Unlike the Percent of Spend model, the Flat Fee model ensures .receives revenue from a Customer,
even if the Customers chooses not to Activate a campaign. The Flat Fee model is based on predicted
percent of spend rather than actual percent of spend. The Flat Fee is reflected on a Customer invoice as
a single fee. An example bill is attached and marked as “Attachment D”.

iii. Flat Fee + Overage

This billing method is a hybrid between Flat Fee and Percent of Spend. The Customer pays a flat fee, as
described above, and any defined “overage” beyond the predicted percent of spend is billed based on
actual percent of spend. Both components of the Flat Fee + Overage, if applicable in a given month, are
reflected on a Customer invoice. An example contract is attached and marked as “Attachment E”. An
example bill is attached and marked as “Attachment F”.

1. Statement of Authorities

Chicago personal property lease transaction tax is imposed upon: (1) the lease or rental in the city of
personal property, or (2) the privilege of using in the city personal property that is leased or rented outside
the city.! The tax rate is 9 percent of the lease or rental price, unless the lower rate applies.? A lower 7.25

1 Chicago Municipal Code § 3-32
2 Chicago Municipal Code § 3-32-030(B)




















